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SEC Files Fraud Charges 
Against Ex-Pennsy Officials 


Suit Also Cites 
Big Brokerage, 
Accounting Firm 


BY WILLIAM H. JONES 
Ta nasman pan 
WASHINGTON—The Securities & 
Exchange Commission filed charges 
of fraud Thursday against a dozen 
former officers of the bankrupt Penn 
Central railroad, a prestigious Wall 
‘Street investment house and one of 
tne nation's largest accounting 

Tn a case that stems from the mid- 
1970 failure of the Penn Central, the 
SEC said it uncovered an array of 
‘abuses, ranging from lying about 
[rovits to selling stock on the basis of 
information the general public 


chief David 
ecutives who 
Jobs at the railroad. 


Also cited for fraud was the New 
‘York investment firm of Goldman, 
Sachs & Co, and the big accounting 
fm of Pest, Maric, Siebel & 


Goldman, Sachs was accused by 
the SEC with defrauding investors 
by nol providing material facts 
about the Penn Central to purchas. 
Sers of the ratroad’s commercial pa- 
per—a shorbierm, IOU issued by 
corporations. 

Without conceding or denying 
Goldman, Sachs 
consent order to 

halt such practices in the future, 

Moreover, in an unprecedented step, 

the investment firm said it would 

Provide detailed financial informa- 

tion about companies in future sales 

of commercial paper. 

Commercial paper, which normally 
arns high interest rates, is exempt 
from federal laws that require ad- 
vance financial information about 
firms seeking to raise capital by sell- ; 
ing stocks and bonds to the pablic 


Although many of the charges an- 
nounced formally Thursday were 
foreshadowed in earlier government 
studies, chiefly a 1972 House investie 
Fation, the SEC acton represents 
the only suits by Jederal or state re- 
solatory agencies. 

‘SEC officiais blamed the delay in 
filing their cases on the complex kis- 
tory of the largest bankruptcy in 
‘corporate history as well as a rapid 
turnover in members and chairmen 
of the SEC in recent years, 

Tast March, Philadeiphin city at- 
torney general Emmett Fitzpatrick 
dropped the only other fraud prosec- 
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Ex-Pennsy Officials 
Charged With Fraud 


Rosenbaum 
Continued from 15th Page Central, in addition to Rosenbaum, 
ution in the Penn Central “falsely” asserting that ex- 
case. But a number of in- aminations of Pennsy 


dividual investor or 
stockholder suits against Statements were in accor- 


the formerPennsy dance with accounting 
management are pending 
in New York, Penn- 
sylvania, Texas, Colorado 
and California. = Bos 

All the actions contend critica) 
that the former Penn Cen- FEM paa and offered 
tral management deceived inaccurate figures for the 
investors by providing or aig v ). 
endorsing earnings reparis I the suits, the SEC 


that were false and êked that all profits 


showed an overly optimis- €arned by individuals and 
tic picture of the health of firms poni arale 
the nation's largest trans- the 


aot en oma Xhortage Stits were Robert C. Bak- 


developed, in the midst of ¢ former president of a 
ERNI railroad col- Penn Central Co. subsidia- 
lapsed. The subsequent- 1Y. Great Southwest Corp; 


il isis, former Penn Central direc- 
Northeast railroad crisis, feea deans Ganley: 


with half a dozen major 


i . Franklin Lunding and R. 
de ee renad. ie Stewart Rauch; former 


tately: Thursday in a re-, Great Southwest officers 
port by the Interstate 
Commerce Commission, 
which criticized Depart- 
ment ‘of Transportation 
concepts for massive rail 
abandonments. 

Court-appointed trustees 
of the Penn Central said 
‘Thursday they expect no 
impact on the company's 
operations now or in the 
future, as a result of the 
SEC suits, because all per- 
sons named are no longer 
connected with the 
Pennsy, 


The SEC suit accused 
Saunders and Bevan, spe- 
cifically, with misrepre- 
senting the operations, 
profits and findnces of the 
railroad, its parent holding 
company and two affiliat- 
ed firms between the Feb. 
1, 1968 merger of the New 
York Central and Pennsyl- 
vania railroads, and bank- 


Tuptey. 

a Several directors of the 
firms were cited for alle- 
gedly knowing that condi- 
tions of the Pennsy were 
being misrepresented. Oth- 
er persons were accused 
with diverting $4 million 
of corporate funds to Eu- 
Peat, Marwick was 
charged with not exercis- 
ing "an independence in 
mental attitude" and fail- 
ing to require adequate 
disclosure _by the Penn 
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